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even a very small subsidy to an 
upstream supplier could have a 
significant effect on the competitiveness 
of the final product. In these · 
circumstances. the application of a 
threshold exceeding one percent. as 
suggested by respondents. would be 
inappropriate. Conversely, when the 
competitiveness of the final product is 
heavily influenced by non-price factors,' 
such as quality, consumer loyalty and 
consumer concern for diversity of 
supply, a higher threshold for significant 
effect may be appropriate. In short, we 
intend, at this time, to apply the 
significant effect test on a case-by-case 
basis. · - . . . 

While we cannot support at this time 
a fixed threshold for significant effect, 

recognize that a case-by-case 
approach may lead to some uncertainty. 
In particular. petitioners should have 
some indication·of whether it will .be . · 
worthwhile to pursue an upstream 
investigation. and respondents should 
be made aware of the general standard 
to which they will be held accountable 
arid the types of information we will 
need. · 

Therefore. we intend to apply the· 
following standards with respect to the . 
significant effect test; If the product of 
the ad valorem_subsidy rate on the input 
times the share that the input product . 
accounts for in the cost of producing the 
final product exc.eeds five percent, we 
will presume that the subsidies on the 
input have a significant effect on the 
cost of producing the merchandise under 
investigation. At the other extreme, if 
the product of the ad valorem subsidy 
rate on the input times the share that the 
input product accounts for in the cost-of 
producing the rmal product is less than 
one percent, we will presume·that the 
subsidies on the input do not have a 
significant effect on the cost of 
producing the merchandise under 
investigation. We consider both norms 
to be rebuttal>le presumptions; these one 
and five percent thresholds are not 

·immutable. If the parties ir:t a particular 
case present evidence that tbe 
competitive circumstances of the final · 
·product warrant a higher or.lower 
thershold. we will take such evidence 
into consideration. . 

In establishing these norms. we also 
recognize our limited experience in 
administering the provision. As we 
attempt to apply these norms in future 
cases, we may find them to be 
inappropriate. We may learn that the 
proper administration of the 'upstream 
provision requires an automatic 
application of a minimum threshold, . 

As noted in the above-quoted 
legislative history. one purpose of this. 
provision is to avoid needless 

investigation and verification of 
upstream subsidies. The standards we 
have proposed are an attempt to 
balance the competing concerns of 
finding those subsidies that confer a 
competitive benefit on the final product 
and of not expending our on 
difficult investigations that yield little in · 
the way of relief to domestic industries. 

.. Based on our limited experience in 
administering this provision, a one 
percent threshold for-initiating an 
upstream investigation is a reasonable 
starting point for achieving this balance. 

We have applied the standards 
outlined above to determine whether the 
significant effect test is met in this 
investigation. We have calculated the 
net subsidy bestowed on the 
suppliers of ste.el inputs, ACESITA and· 
USIMINAS, and the share acounted for 
by this input in the cost of producing 
agricultural tillage tools. · 

A. Domestic Subsidies 
Our calculation of the net subsidy is 

based on our determination that · 
domestic subsidies are being 
to ACESITA and USIMINAS, suppliers 
of hot-rolled carbon steel plate in coil · 
and hot-rolled carbon steel sheet in coil 

. to the tillage tool manufacturers. under 
the following programs. 

1. Government Provision of Equity 
Capital to USIMINAS. Siderurgia 
Brasileira S.A. (SIDERBRASJ is a 
government-controlled corporation 
under the jurisdication of the Ministry of 
Industry and Commerce. Pursuant to 
Decree-Law 6159 of December 6, 1974, 
SIDERBRAS became the holding · 
company for the federally-owned steel 
corporations. SIDERBRAS is a majority 
shareholder of nine Brazilian steel 
producers and a minority shareholder of 
one small Bi'azilian steel producer. 
During 1979-1983, SIDERBRAS made 
equity infqsions·into USIMINAS. 

We have consistently held that ' . 
government provision of, or assistance 
in obtaining, capital does not per se 
confer a subsidy. Government equity . 
purchases ·or financial backing bestow a 
countervailable benefit only when 
provided on terms inconsistent. with · 
commercial considerations. When a 
company's shares are not publicly 
traded and. hence. there is no market­
determined price for the shares, we 
examine whether the company was a 
reasonable equity investment (a 
condition we hbve termed 
"equityworthiness") in order to 
determine whether the equity infusions 
were inconsistent with commercial 
considerations. 

For purposes of this determination, we 
reviewed the company's financial data· 
and other factors on the record. We 

focused on the rate of return on equity 
and long-term prospects for the 
company in question for the.period 1977 
through 1983. We examined financial 
ratios, profits and losses. and other 
factors, such as market demand 
projections and current operating 
results, to evaluate-the company's 
current and future ability to earn a 
reasonable rate of return on equity 
investments. 
· Based on these factors, as· applied to 

. information on the record. we found 
USIMINAS to be equityworthy between 
1977 and 1979 and unequitywortby 
between 1980 through 1982 (see "Certain 
Carbon Steel Products from Brazil; Final 
Affirmative Countervailing Duty 
Determinations (49 FR 17988)]. In 
addition. we now find USIMINAS to be 
unequityworthy in 1983. Accordin8Iy, we 
determine that the action-of the 
government in taking an equity position 
in the company in those years is · 
inconsistent with commercial · 
considerations and subsidy. 
. 2. IP/ Tax Rebates for Capital 
Investment. Decree-Law 1547, enacted 
in April 1977, provides funding for 
capital investment in approved 
expansion projects in the brazili.an steel 
industry t]irough a rebate of the Impasto 
sobre Produtos Industrializados (IPI), 
which is a,value-added tax imposed on 
domestic sales. The IPI tax is an indirect 
tax and. as such, is passed on to the 
consumer. A steel company collects this 
tax on sales as an agent for the 
government, and does not pay the tax 
itself. Decree-Law 1547 Is a mechanism 
by which a steel company is permitted 
to collect funds due the government ·and 
then receive a 95 percent tax rebate. The · . 
program does not involve the rebate of 
payments niade from the company's 
ownfunds. · · . 

Originally, the IPI tax applied to all 
domestic sales transactions. In 19i9, the 
value-added tax was eliminated except 
for ptoducers in 14 industry sectors, 
including tobacco, automobiles. spirits. 
and alcohol. ceramics, rubber, and steel. 
The tax rate is different for each of the 
specified industry sectors; for steel 
products. the value-added tax is 5 · 
percent .. 
· A Brazilian steel company may 

deposit 95 percent of the net IPI tax due 
in a special account with the Banco do 
Brasil. The amounts deposited are to be 
applied to sJeel expansion projects. 
When rebated to the firms,. they 
constitute reserves that must eventually 
be converted into subscribed capital 

Under. the terms of Resolution 68-77 
issued by the Conselho de Niio-Fertosos 
e Siderurgia (CONSIDER), which 
implements Decree-Law 1547, IPI tax 
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rebates are payable only on basic steel 
• product and certain fabricated steel 

products such as seamless steel pipes. 
ACF.SITA and USIMINAS both received. 
IPI tax rebates as manufacturers of 
basic steel products. Because IPI tax 
rebates are limited to a specific number 
of products and tied to investimenta in 
government-approved projects. we 
determine that these rebate& confer a 
subsidy. 
· 3. Exemption of /Pl_ Tax and Custa.ma 

· Duties on /mpor1ed Equipment (CD/). 
Under Decree-Law 142.8, the CODSelho 
do Desenvolvimento Industrial 
(Industrial Development Council, or _ . 
CDl) provides for the exemption of 80 to 
100 percent of the customa duties and 80 
to 100 percent of the IPI tax on certain 
imported machinery for projects 
approved by the COL The recipient millft 
demonstrate that the machinery~ . . 
equipment for which an exemption is . 
sought wu not available from a 
Brazilian producer. The .investment 
project moat be deemed to be feaaible 
and the recipient must demonstrate that 
there » a need for added capacity in 
Brazil 
Decree~Law 1728 repealed this .. 

program in 1979. Subsequently, no new 
projecta were elisfble for these benefits. 
However, companies~ projects 
were approved prior to the repeal still 
receive these benefill pending 
completion of the project. 

Both ACBSl'FA and USIMINAS 
received benefits under this program 
during the review period. In ~Certain 
Carbon Steel Products from Brazil; Final 
Affirmative Countervailing Dutf · 
Determinations" (49 FR 17988), we fomid 
that receipt of thia benefit la limited to 
protects in 14 industries approwd by the 

· government of Brazil. During 
verification, the government of Brazil 
provided no new documentation with 
respect to this program. Baaed on the 
record of this and earlier Brazilian 
countervailing duty investigations. we 
have concluded that theae benefits are 
limited to specific enterprises or 
industries. Accordingly. we detennine 
the CDI program confers a subsidy on 
ACESIT A and USIMINAS. 

We examiried several other do~stic 
programs which w:ere available to: 
ACESIT A and USIMINAS: 

• Loan Guarantees on Foreign· 
Denominated Debt; -

• Special Tax Deductions; and 
• Aceelerated Depreciation for 

Brazilian-Made Capital Equipment 

The first of these programs is · 
determined not to confer a subsidy, and· 
is discussed below in "Program · 
Determined Not to Confer a Subsidy;" 

the last two are discussed in "Programs 
Determined Not to Be Used." 

B. Calculation of Net Subsidy to Input 
Suppliers 

Using the methodogies outlined in our 
preliminary determination. we 
calculated the net subsidies under the 
domestic subsidy programs described 
above. We then ~culated the overall­
subsidy to suppliers of steel inputs by 
weighting the net subsidy received by 
ACESITA and USIMINAS by the 
percentage of steel they each supplied 
for the production of tillage tools in 1983. 
This net subsidy is 2.43 percent ad 
valorern. · 

C. Share of the Cost of PrOduction 
Accounted for by Steel Inputs 

Petitioners alleged tbst steel inputs 
account for 50 percent of the cost of 
producing tillage tools. In its initial 
response, the government of Brazil 
stated this figure was approximately 47 
percenL At verification. the respondents 
were unable to demonstrate that 47 
percent wu an accurate figure. and 
instead provided a mnnber of lower 
estimates. Petitioners, however. stated ·· 
in their briefs that the Department mu1t 
continue to ~the 47 percent average 
supplied by the government of Brazil in 
its ~&Ponae. and not the lower 
estimates supplied during verification. 
Moreover, tlie aovemment of Brazil 
indicated that 47 percent was not an -
inaccurate estimate. Accordingly. we 
are asllUl!lin& as best info~tion . 
available, that ateel inputs account for _ 
47 percent of the coat of producing 
tillasetoola. · 

D. Significant Effect 
Accordina to the sigriificant effect . 

methodology outliried supra, the product· 
of the ad valorem subsidy rate on the, 
input product timea the share that the 
Input acco\lllta for in the cost of 
produdng agricultural tillage tools ia . -
1.14 percent. Thia is slightly greater than 
the one ~nt threshold and, therefore, 
we have analyzed its potential 
significance by examining the 
competitiveness of the final product. 

We did not seek.this type of 
information in this investigation. 
Nevertheless. respondents have claimed 
that "tillage tools are not fungible and 
quality differs among pl'Oducts." We 
have compared this claim to the. 
information contained in the ITC's 
preliminary report and have concluded 
that such an unqualified statement is not 
substantiated-by evidence on the record. 

Statements in the ITC report by 
purchasers of tillage tools indicate that 
the Brazilian product is of a.lower 
quality. They.also indicate that there it 

.. :'• .·. 

a price/quality tradeoff in the view of 
consumers. When there is a slight price· 
differential the purchaser will opt for 
the higher quality product. When the 
pnce differential is large. purchasers 
appear to seleerthe lower-priced 
product. For exainple. Brazilian prices. 
are reportedly 30 to SO percent lower. 
Other purchasers have used the 
Brazilian product because their 
suppliers' stock this product or for 
diversity cf supply. Thus, there are 
indications of both price and non-price 
competition. 

We have concluded that if the quality 
of the Brazilian tillage tools were 
comparable to that of the products with 
which th~y compete, the subsidies to the 
input suppliers might have a significant 
effect on .the competitiveness of 
Brazil!an tillage tools. However, this is 
not the. case. Quality diff~rences and 
other ·non~price factors appear to be 
important determinants of demand for 
agricultural tillage tools. Also, 
substantial price differentials appear to 
encourage consumers to switch to the 
Brazilian products. Given the magnitude 
of the cited price differentials. we 
coi:iclude that a subsidy to.input 

0 prod~cera· that accounts for 1.14 percent. 
of the cost of producing tillage tools 
does not have a significant effect on the 
~omp~tili_veness of the Brazilian tillage 
tools. Therefore, we determine that the 
subsidies· to Brazilian steel producers do 
not have a significant effect on the cost 
of producing Brazilian agricultural . 
tillage tools. Given this finding.. we need 
not determine whether subsidies to 
BraZilian steel producers confer a 
compet~tive b.enefit on agricultural 
tillage tool .producers in Brazil. 

m. PrOgraul Detelmined Not To Confer 
a Sublidy 

·we detefinine ·that subsidies are not 
beins provided to manufacturers. 
producers. or e.xporters in Brazil of 
certain agricultural tillage tools under 
the following program. -

Loan Guarantees to Input Suppliers on 
Foreign-Denominated Debt . 

During verification. we ascertained 
that both ACESITA and USIMINAS had 
received government guarantees on 
foreign-denominated loans that were 
still outstanding during the review· 
period. Under Decree-Law 1312. 
guarantees on foreign-denominated debt 
are available to Brazilian borrowers to 
finance the followins projects: · 
Modernization of harbors. programs of 
Feder~\ agencies abroad, transportation. 
cold storage and slaughterhouses, 

' electrical energy, basic industries and 
agriculture. education, public health, 
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urban or rural sanitation. 
communications, fisheries, assistance lo 
small and medium enterprises. housing, 
livestock raising, tsrban and regional 
integration and development, and 
national security. The law also indicates 
that guarantees are available lo private 
as well as government-owned firms. . 
Accordingly. Wil determine that 
government loan.guarantees on foreign­
denominated debt are not limited lo a 
specific enterprise or industry or gro.up· 
of enteri>rises or industries. 

IV. Prograllls Determined Not To Be 
Used 

We determine that manufacturers. 

(Industrial Development Council, ·or 
COIL provides for the exemption of 80 to 
100percent of.the customs duties and 80 
to 100 percent of the IPI tax on certain 
imported machinery for projects . 
approved by the COi. The recipient must 
demonstrate that the machinery or 
equipment for which an exemption Is 
sought was not avajlableJrom.a - -
Brazilian proclticer. The investment · 
project must be deemed to be feasible 
and the recipient must demonstrate that 
there is a need for added cap~city in . · 
Brazil. We verified that none of the 
tillage tool producers received . 

. incentives' under this program during the· 
review periocl. 

D. The BEFiEx Program. . producers or exporters in Brazil of 
certain a·gricultu·ral tillage tools did not 
use the following prosrams which were 
listed in our notice of "Initiation of a .. 
Countervailing Duty Investigation: ' 
Agricultural .Tillage Tools fr.om Brasil" · 
(49 FR 40431): -

. The Comissao para a Concessio de 
Beneffcios Fiscais a Programas 
Especiais de Exporla~ao (Commission 

... for the Granting of Fiscal Benefits to· 

A. /Pl Tax Reliates for Capitol 
Investment · 
. Decree-Law 1547. enacted in April . 
1911, provides funding ~r 'pproved . 
expansion projects in the Brazilian steel 
industry throush a rebate of_ the IPI. a . _ • · 
value-add'Uf tax imposed on domestic · 
sales. . 

· Speci81 Export Programs.- or BEFIEX) 
grants at least three categories of 
benefits to Brazilian exporters: 

• Unaer Decree-Law .11.065 .. BEFIEX 
may reduce by 10 to 90 percent iniport 
duties and the IPI tax.on the impc)rtation 
of machinery~ equipment. apparatus, .. 
instruments, alccesaoriea and -tools. 
'1ecessary for special export pl)08l'llms 
approved by the Ministry of llldustry 
and Trade, and may. reduee by SO 

none of the respondents availed itself of 
this program during the review period. 

G. Incentives for Trading Companies 
Under Resolution 643 of the Banco·. 

Central do Brasil, trading companies can 
obtain export financing similar to that 
obtained by manufacturers under 
Resolution·e74;-eaz and 950. Tillag_e tool 
producers are ineligible for participation 
in this program because such 
participation is precluded by receipt of 
working-capital export financiJ18. At 
verification we saw no evidence that 
any of the tillage tool prodlicers used the 
services of tradirig companies for export 
sales.· .. , . -· 

H. ThePROEX Prosram 
Short-term credits for exports are 

available under the Programa de 
Financiamento a Produqao para A 
Exporta~ao (PROEX), previously 
referred to as the Ap6io a Exporta~o 
program. We verified that none of the 
tillage tool producen participated in this_ 
program during the review period.· 

J; Progr8ma Not Used by Input~ . . . ,,,,.. . 

1. Special Tax Deduction& We ·­
·verified that USIMINAS incurred a lose 
in 198Z and paid lio income tax for. that·· 
year in 1983; therefore, it could not have 
used·Josses of other companies in the 
SIDERBRAS group to offset profits 

The government of Brazil 11ated in its 
response that tillage tool producers are 
not eligible for IPI rebates under Decree-

-Law 1547. During-verification, we · . · 
ascertained from our review of the · 
legislation that tillage tool · 
manufacturers are ineligible for these 
rebates. We also reviewed the 

percent import duties arid the IPI lax on 
imports of components. raw materials 
and intermediate products; · · 

-- during the review period. We also · 
· · verified that neither ACESITA nor . 

respondents' balamie sheets anCl · _ . 
accountins·redgers, and saw no · 
evidence that they had.received these 
rebates. · · · -.,_ 
B. Resolution 330 ofthe Banco Cantro/ 
do Brasil 

Resolution 330 provfdes financins for 
up to 80 percent of the value of the · 
merchandise placed in a specified 
bonded warehouse and destined for 
export. Exs)orters !Jf agricultural tillage 
tools woU.ld be eligible for financing 
under this· program. However. the 
government of Brazil slated in its · 
response that none of the tillage too_l 
producers participated in this program 
during the review period. J;>uring 
verification; we reviewed each 
compaAy's accounting ledgers and found 

- no evidence that the respondents_ 
received such financing with respect to 
their exports. · : 

c. Exemption of IP/ Tax and Customs 
Dutie6 on Imported Equipment {CD/) 
Und~r Decree-Law 141.& the Conselho · 

. do Desenvolvimento Industrial --..... 

• Under article 13 of Dec:i'ee No. 
72.1219, BEFIEX may extend the carry­
forward period-for tax loasei'-from 4 to 8 
years: and , · ·. 
- · • Under article 14 ofthe.same.decree, 
BEFIEX may allow special.amortization · 
of pre-op8rationa} expenaet related t0· · 
approved projects. · · .· . . 

We verified that none of the tillage 
·. fool producers partjcipated in this 

program. . . 

E. The CIEX Proara_m · 
Decree-Law 1421hiuthorized the 

Comissao para lncentivos a Exportai;Ao 
(Commission- for Export Incentives, or 
CIEX) to reduce import laxes-and the IPI 
tax up to to percent on certain 
equipment for use in export production. 
We verified that none of the tillage tool 
producers received any benefits under, 
this program. 

F. Ac<;.elei-ated Depreciation for · 
Brazilian-Made Capital Equipment 

Pursuant to Decree-Law 1137, any , 
company wlllch purchases Brazilian­
made capital equipment and has an 
expansion project approved by the COi 
may depreciate this equipment aftwice 
the rate nonnally permitted under 
Brazilian tax Jaws. We verified that 

USIMINAS benefits from any local tax · 
incentives which minimize their tax 
liability. Accordingly, we determine that 
neither ACESITA nor USIMINAS 
received any special tax deductions. 

2. Accelerated Depreciation for . 
Brazilian-Made Capital EquipmenL We .. 
verifiitd that ACESITA took advantage 
of this tax provision during trhe review . · · 
period. Under this provision, after taking . 
the initial deductions for accelerated . ' 
depreciation, companies must. in · , 
sub~equent Yl!ar&, add back to net · 
Profits amounts equal to the accelerated-­
depreciation previously claimed. On the 
income tax !'etum filed during the 
review period. ACESITA added beck 
more accelerated depreciation than it 
deducted. thereby cancelling out. any 
benefit that could have accnied to the 
company. We also verified that · ' 
USIMINAS-paid no C:orporate income 
taxes in 1983 because it incurred· a loss 
in 1982. 

V. Program Determined-To Have Been · 
Terminated 

JP/Export Credit Premium 
Until very recently, Brazilian 

exporters of manufactured products 
were eligible for a tax credit on the 
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· Imposto. sobre Productos 
lndustrializados (Tax on Industrialized 
Products. or IPI). The IPI 1,!Xport crP.dit 
premium, a cash reimbursement paid to 
the exporter upon the export of · 
otherwise taxable industrial products. 
was found lo confer a subsidy in . 
previous countervailing duty· . 
investis..ations involving Brazilian· 
produc1s. After having suspended this 
program in December 1979, the 
government of Brazil reinstated it on . 
April 1. 1981. . . . 

Subsequent to April l, 1981, the credit _, 
premium was gradually phased out in 
accordance with Brazil's commitment 
pursuant to Article 14 qf the Agreement 
on Interpretation and Application of 
Articles VI, XVI and XXIII of the 
General Agreement on Tariffs and 
Trade ("the Subsidies Code") . .Under the 
terms of Ministry of Finance "Portaria" 
(Notice) No. 176 of September 12, 1984, 

· the credit premium was eliminated 
effective May 1, 1985. We verified that 
the tillage tool producers received no IPI 
export credit premiums after that date. 
· Accordingly, consistent with our 

stated polisy of taking into account 
program-wide·changes that occur · 
subsequent to the review period but 
prior to our preliminary determination. 
we determine that this program has 

provided to U.S. importers oftill~ge-· ·· calcuia"ting the benefit in accordance 
tools under this program. · with our standard short-term loan 

·Comment 2: Petitioners a~ue that the methodology. 
types of subsidies being bestowed on · • Comment 4: Petitioners argue that 
the input producers provide those because respondents did not provide an 

·producers with a windfall of "up.-front" explanation for Semeato's exemption 
cash, or may allow them to achieve 
economies of scale or increased from the IPI tax, theDepartment should. 
productivity so that a smali subsidy may find that the exemption constitutes an 
have an effect that·extends beyon.d the export subsidy 
value of the subsidy as- calculated· by the DOC Position: The verification 
Department. Moreover, cash infusions exhibits show that Semeato received · 
can affect a company's debt/equity ratio one very smaUexemption from the IPI 
and its creditworthiness. This; in tum. . .tax on on!,! of its.import shipmenlf! and 
means that the consumers of those · that the 'IPl tax was charged on all other 
inputs realize a savings greater'than the imports of the same merchandise. This 
per-unit subsidy attributed to the.inputs one small exemption does not provide·· 
they purchase. Therefore, petitioners any indication that Semeato.is. -
argue that an upstream subsidy of one· benefiting from 'regular exemptions from 
percent or more of the cost of·produciitg the IPI tax on imported goods. Even if 
tillage tools meets the significant effect we were Jo consider that this single 
standard. · small ex~mplion was a subsidy;· the 
, DOC Position: We diagree" In · . · amoun~ .of the subsidy would be so 
determining significant effect,.we have small that there would be-no effect on 
followed the statutory mandate of the overall iletsubsidy calculated .. 
examining the effect that domestic· Respondents' Comments - · · 
subsidies to input_suppliers have on the· 
cost-of producing tillage toola. The - Comment 1: The government of. Brazil 
methodology we apply to value subsidy. contends the Department improperly · · 
programs captures the bepefits whfoh valued the amount of net subsidy from 
Cl!D be ineasured. Petitionera- are asking Re~olution 950 Joans by erroneously 
us to-consider secondary effects of- assuming a maximum utilization level· 

. domestic subsidies to tile input · and interest rate differential. 
producers. We have consistently DOC R · · w d th been terminated, and no benefits under . 

the program are accruing to current 
exports of tillage tools to the United 
States. 

. maintained that we will notlook at · · '<1Sitioil: e isagree. Wi · ,. . · respect to our µse of a maximum interest· 
these effects because such analy$js is ·rate differential of15 percent, we · 
highly l!_peculative .and could result in verified that the lending bank passes the 

vi: Program Determined Not To Exist 
double-counting (see, e.g .. "Final · 15 percent equalfzationfee on to the. · 

'\ Affirmative Countervailing Duty . borrower in the form of a reduction of 
Determination; Cold-Rolled Carbon the interest due or a credit to the Income Tax Deductions for Foreign 

SeJ/ing Expenses 
Durin·g verification. we reviewed the 

respondents' incomeJax returns-and the 
. instruction manual for filling out . 
. Brazilian income tax forms. We saw no 
eviden.ce that there exists a special 
program of tax deductions for foreign 
selling expenses. Accordingly, we 
determinl,! this program does not exist.. 

- Petitioners' Comm8-lts 
. . 
Comment 1: Petitioners argue that the 

information provided by the 
respondents regardjng the utilization of 
FINEX financing by u .. s. importers of 
t!llage tools is not verifiable, and showd 
not affect the Department's final 
determination. . 

DOC Position: As best information 
available. we have accepted the 
information in the record that Baldan's 
sole U.S. importer has never used FINEX 
buyer credits. However, since we do 
have information on the record from 
several other importers stating that they 
have·used FINEX. we consider this to be 
the best information-available •. and are · 
using it in our calculation of benefits 

.Steel Flat-Rolled Products from borrower's account. Regarding our 
Argentina," 41}.fR 18006). More : assumption of the maximum 20 percent 
importantly, were we to find that a I th competitive benefit is being bestowed uti ization rate, e respondents did not 
on agricultural tillage tools through demonstrate during verification that . 
upstream·subsidies. the amount of the they are-using less. than the·maximwn 
countervailing duty on. the tillage tools . ·· amount of financing for which they are 
could-not, under section 711A(c) of the eligible. · · ... 
Act, exceed the amount of the domestic. Comment 2: The governinent of Brazil 
subsidy found to exist on the input · contends that the Impasto sobre 
product. Therefore, it would be . Opera~ Financeiras (IOF) is an 
iiiappropriate to consider any aecondary indirect tax on the production of goods· 
effects the subsidies on inputs may have for export. that the exemption of loans 
on the merchandise under investigation. under Resolutions 674/882/950 from this 
While we have adopted the rebuttable tax is not a subsidy. and that if we 
presumption of a one percent tbreihold determine that Resolution 674 financing 
for the significant effect test. it was for ·provides a subsidy, we should not 
the reasons described in section 11 of our . consider this exemption as part of that 
notice. · subsidy. 1 . . 

Comll!Jnt 3: Petitioners arsue that DOC Position: We disagree. Since 
there is no verified eVidence that the financing for domestic transactions is 
two CIC-CREGE 14-11 loans taken out subject to the IOF tax. it is appropriate · 
by Marchesan were repaid. The that we reflect the exemption of 
Department should therefore treat any- Resolution 950 loans from the IOF a11 
loans outstanding beyond their terni as part of the subsidy in order to measure 
grants to the producer. · the full benefit prcivided under this 

DOC Position: Tl\e evidence on the program. Moreover. we do not view the 
· record shows that Marchesan bu repaid .fQF as a tax on the production or 
. these loans: therefore, we are · . · distribution of the producl 
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Com'ment 3: The government of Brazil 
argues that the CIC-CREGE 14-11 
circular is not a government program 
anO.lherefore. does not bestow a 
government subsidy on the exportation 
of agricultural tillage tools. The CIC­
CREGE 14-11 program is consistent with 
commercial considerations. since th'e 
costs of the program are covered by 
charges payable by-the recipients; 
therefore, under Annex A of the 
Subsidies Code. paragraphs (j) and (k), 
this program does not confer a·subsidy. 

DOC Position: We disagree. Our 
determination that the CIC-CREGE 14-
11 program provides countervailable 
benefits is based on (1) the fact that. 
under Brazilian law, the Banco do Brasil, 
which administers this program, acts as 
the government of Brazil's financial 
agent. and (2) respondents' failure to 
demonstrate that the program does not 
provide prE!fer~ntial loans to e_xport~rs. 
Our uniform practice has been to 
calculate a subsidy provided under a 
preferential Joan program by comparing 
the preferential rate to the benchmark 
interest rate. rather than to the cost of 
the funds to the lender. 

As previously stated in our notice of 
"Final Affirmative Countervailing Duty 
Determination; Ceramic Tile from 
Mexico" (47 FR 20012), "[r]egardlesa ol 
what effects the lllustrative List of 
Export Subsidies may have on U.S. law 
otherwise, the uniform past practice on 
this issue in comparison with the 
legislative history of .the Trade Act 
requires us to calculate the bounty or 

· grant provided under a preferential loan 
program on the basis of a comparison -
between the preferential rate and the 
commercially available rate rather than 
on the basis of a comparison with the 
cost of funds to the government." 

Comment 4: The government of Brazil 
claims thi! Departmenl, in calculating 
the subsidy benefit derived from the 
alleged. CIG-CREGE 14-11 program, · 

'incorrectly includes the IOF. tax in the 
benchmark. Furthermore, the 
government of Brazil contends that the 
use of a compounded average 
benchmark for the period is 
inappropriate because the discount rate 

· in effect on the date the loan was taken 
out most accurately reflects the cost of 
alternative available financing. 

DOC Position: We disagree. We 
consider that it is appropriate to include 
the IOF tax in our benchmark since the 
IOF tax is imposed on all domestic · 
financial transactions. With respect to 
the benchmark. because the CIC­
CREGE 14-11 loans we are .examining 
were taken out through.out the review 
period. we !tave calculated a benchmark 
for that some period. Calculating a 
specific benchmark rate for each loan. 

as respondents suggest. would 
undermine our short-term loan 
methodology which states that the use 
of company-specific benchmarks would 
significantly impair our ability to 

· administer the countervailing duty law 
within the short time limits established 
by the Act. 

Comment 5: The government of Brazil 
claims that the Department has 
overstatea the benefit from the income 
tax exemptic,n for export earnings by 
using the nominal tax rate. as opposed 
to the effective tax rate applicable to the 
respondents. Brazilian tax law allows 

· corporations to invest 26 percent of 
taxes owed into certain specified 
corporations or funds. The government 
argues that this provision results in an 
effective reduction of the corporate · 
income tax rate, which deereases the 
benefit from the income tax exemption. 

DOC Position: Where we were able to 
verify that the company used the 26 
percent investment tax credit, we have 
taken it into account in calculating the 
company's effective tax rate. 

Comment 6: As it has in the past, the 
govemment of Brazil argues that the· 
Department erred in valuing the oubsidy 
arising {rom the income tax exemption 
for export earnings by allocating the 
benefit over export sales s:ath.er than 
total sales. Because the determining 
factor in a finn's eligibility for this 
benefit is its overall profitability for a 
given year, the benefits accrue "to the 
entire operations of the firm and not just 
to exports. Further, an income tax _ 
exemption calculated on this basis does 
not affect the price of the exported 
product only: ratht!r, it must have a 
general effect on all prices, both . 
domestic and export~ · · 

DOC Position: We disagree. As we 
have stated repeatedly in prior Brazilian 
determinations, when a finit must export 
to be eligible for benefits under a 
subsidy program, and when the amount 
of the benefit received is tied directly or 

·indirectly to the firm's"level of exports, 
that program confers an export subsidy. 
The fact that the firm as a whole must 
be profitible to benefit from the program 
does not detract from the program's 
basic function as an export subsidy. 
Therefore". the Department will continue 
to allocate the benefits under this · 
program over export revenues instead of 
total revenues. 

Comment 7: The government of Bl'l'~I 
argues that FINEX export financing does 
not confer a subsidy because the terms 
of such financing are commercially 
reasonable. 

DOC Position: We disagree. 
Information.on the record indicatn that 
FINEX interest rates are below 
prevailin& commerical Interest rata tUt 

would be paid by importers in :he 
United States. 

Comment 8: Respondents contend that 
no Brazilian exporters or U.S. importers 
of tillage tools received any short-term 
FINEX export financing during the 
review period. Furthermore, respondents 
contend that tillage tools have not been 
eligible for long-term FIN~ financing 
since September 1984, and that our 
stated policy to take into account 
program-wide changes made subsequent 
to the review period but prior to the 
preliminary determination should 
preclude us from finding this program to 
confer an export subsidy. · 

DOC Position: We disagree. There is 
no evidence on the record of this case to 
document either of these assertions, 
which were made subsequent to the 
verification. 

C<Jmment 9: The government of Brazil 
contends that FINEP/ADTEN loans are 
generally available to all industries in 
Br~~il and should not be found to confer 
a domestic subsidy. . 

DOC Position: We disagree. The only 
information on the record conceming 
these- loans is a telex from one Brazilian 
government agency to counsel for the 
government of Brazil in Washington. 
During verification. Department officials 
were not given- an opportunity to meet 
with FINEP administrators or to 
examine program records. 

Comment Uk The government of -
Brazil argues that the Deparbnent, in 
finding government equity infusions in 
USIMINAS to be inconsistent with 
commercial considerations, erred by 
focusing on a restricted number of short­
term financial ratios. thereby ignoring 
the broader industrial and financial 
context in which this company operates. 

DOC Position: In arriving at our 
determination. we considered the 
information submitted by the 
respondents concerning this issue. 
speciaily untranslated annual reports 
and· financial statements for the last 
several years. Therefore, we focused our 
reveiw on the financial results of the 
company. including the ability to meet 
debt obligations, current operations, and 
rates Qf return on assets and equity. In 
light of these results, we consider 
USIMINAS to be unequityworthy and 
uncreditworthy in 1983. 

Cvmment 11: The government of 
Brazil contends that a review of the 
performance of USl11;fiNAS over the past 
15 years demonstrates that, with a few 
ex_ceptions. the company has had a 
record of positive rates of retum on 
equity and postive financial ratios: 

DOC Position: Although USIMINAS 
eamed some proflta between 1975 and 
taeo. It sbow9d W8J low or negative 
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profi.ts from 1980 onwards. Since a 
private investor will focus on a 
company's most recent performance as 
an indicatiart of future earnings trends, 
we considered the more recent-years to 
be more importan.t to ·our analysis of 
whether government equity infusions 
into USIMINAS were inconsistent with 
·commercial considerations. Moreover, a 
demonstration of profits or earnings 

. alone is not sufficient for a company to 
be equityworthy. The ra.te of earnings 
per unit of equity, and not the absolute 

· level of earnings, is a far more important 
determinant of a company's,. 
performance. . 

Comment 12: The government of 
Brazil argues that the Department 
should not use the year-end equity 
amowit when determining the rate of 
return on equity used in our short-fall 
calculatjon .. The government argues that 
the rate of return on equity is distorted 
by us~ of a year~end equity figure which .. 
already· reflects the amount ·of the loss. 

DOC Position~· We agree that the year­
end equity figure should not be used 
since it does not reflect the average 
amount of equity employed; by the 
company throughout the year. 
Accordingly; we have revised the -
company's rate of return on equity by 
calculating this return· on the average -
·equitY for 1983. · 

Comment 13: The government of 
Brazil argues that the Department 
erroneously calculated the benefits front' 
equity infusions in USIMINAS.by 
distributing over all of 1983 infusions 
which Wj!re aot made until later in that 
year: 

ORTN coefficients in converting a.Jong with domestic sales. the existence 
cruzeiro-denominated equity infusions of domestic sales does not guarantee 
to determine the amount of benefit. that a rebate will be received. 
rather than using the ORTN value in · Comment 18.; The government of 
effect on the date of the equity infusion. Brazil argues that the Department's 

DOC Position: We disagree. We. · calculation.of the benefits to USIMINAS 
would prefer to use in this calculation from IPI rebates .was erroneous because · 
the equity amount adjusted for inflation (1) a discount rate reflecting 
as report.ed in the company's books. · USIMINAS's creditworthiness from 
However, absent this information, we .1977-79 should have been used for 
are not persuaded that using average grants in those years: (2) the discount 
ORTN rates to adjust the value qf the rate during USIMINAS's uncreditworthy 
equity is inappropriate. · · period included compensating balances. 

Comment 15: The.government of \\'.hich the Department has recognized 
Brazil states the Department erred" in are not required in Brazil: and (3) the 
using its benchmark an industry-wide· maximum interest rate inherently 
average rate of return, rather than· the includes a risk premium and. therefore •. 
average rate ·of return applicable to the addition of a risk premium is not 
heavy industry. . . justified. . 

DOC Position: We disagree. In the DOC.Position: We have found 
Subsidies Appendix. we stated t]lat USIMINAS to be.creditworthy. through 
"(f]or government equity purchases· d 
which we deem inconsistent with 1979• an uncreditworthy from 1980 
commercial considerations, we measure through l983 (see "Final Affirmative 
the benefit by multiplying the difference Counte.rv.ailing Detenninations; Certain 
between the company's rate of return on Carbon. Ste.el Products from Brazil" (49 

FR 17988) and "DOC Position" on 
equity and the national average rate (of respondents' Comment 10 above):Jn 
return on eq~ity)." The nationaL as. accordanre with the Subsidies 
op.posed to a sectoral, rate of return is a App. endix. we have calculated a 
more accurate measure of what a 
reasonable investor in Brazil will earn discount rate for allocating benefits 
on his investments. · received during the uncreditworthy 

Comment 18: The government of period by adding a risk premium tel the 
Brazil contends: with respect to IPI tax hi~est commercial interest rate a 
rebates provided wider Decree-Law · creditworthy borrower would have to 
1547, that the value-added tax or.IPI is pay.in qrder to receive a loan. The rate· 
not generally applicable in Brazil and for discounting accounts receivable, 
that the rebate of this tax does not · including compensaiing balances, is the 
confer a coiintervailable benefit. best information available on the · 

DOC Positiom We disagree. Although highest c0mmercial interest rate 
the same amount of IPI tax is applied to applicable to creditworthy borrowers. 
all steel products, only companies - '11le addition of a risk premium to this DOC Position: We disagree. It has . 

been our ·consistent practice to compute 
benefits received by a firm during a 
period of time (in this case the 1983 
calendar year), and apply them to the 

producing·certain priority products and rate reflects.the additional risk.in 
. whose expansion projects are lending to an uncreditworthy firm. For 
·government-approved may receive the '. griµits receiv~d during the period when 

total value of sales for the same period 
(see. e.g .. "Final Affirmative . 
Countervailing Duty Determinations; 
Certain Carbon Steel Products from 
France," 47 FR 39332). Any other. . 
approach would present ari enonnous 
administrative burden. When there are 
many types of benefits received and the 
number of disbursements under any 
given program is· large. it would be 
unduly burdensome to make 
adjustments for the fact that a particular 
benefit was received earlier or later in 
the review period., Therefore, to be 
consistent in our treatment of different 
types of subsidies and across cases, we 
have chosen to treat all benefits ' 
received during the teview period as 
applying to all sales made during that 
same period. . . . 

Comment 14: The government of . 
Brazil contends t]lat the Department 
incorrectly applied average annual . 

rebates. Fabricators of steel products · USIMINAS was creditworthy we used a 
(such as welded pipe and tube . . discoui:it rate reflecting the £inn's 
manufacturers who purchase coil) are . . creditworthiness. . , 
not eligible for the rebates. USIMINAS Comm1mt 19: The government of . 

. itself has not been.~igible for the Brazil' contends that the CDI program is 
rebates since Decree-Law 1843, enacted. ge~erally .available tr;> all industries of 
in December 1980, directed that rebates Brazil. · . · · 
of the IPI tax collected o·n sales by smte- DOC Position: We disagree. Under the 
owned steel companies accrue to · terms of Decree-Law 1428, which 
SIDERBRAS. Therefore, the rebates a're instftuted the CDI program, exemptions 
not generally available and constitute a -- from the IPI tax and import duties under 
benefit to selected producers. the CDI program were limited to certain 

Comment 17: The government of govemnient-app_roved projects in . 
Brazil argues that since IPI tax rebat_es fourteen selected industries. Based on 
under Decree-Law 1547 are paid only on· · the record of this and earlier 
goods sold in the domestic market. no _ countervailing duty determinations on 
products exported to the United States Brazilian products, we have no eviC:cmce 
benefit from the rebate and therefore .. no , that this reqµirerrient does not allow the 
subsidy is conferred. · gove~ent of Brazil to target benefits 

DOC Position: We are col(ntel'Vailing. to particul~r companies.. . , · 
these rebates because receipt thereof is · , Comment 20: Respondents argue the 
tied to investment in government· . ·Department erred in setting the . 
~pproved projects. Although the am<>unt threshold for ''significant effect" of 
of rebate any firm receives may increase upstream subsidies on the cost of: 
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production of a downstream product at 
one percent. Respondents also cite a 

· number: of previous antidumping and 
countervailing duty, and other · 
precedents where.the numerical value of 
the. term "significant" was considered 
higher than one percent. 

DOC Position:· Our determination with 
respect to the signifiant effect test is 
addressed in the "Upstream Subsidies" · 
section of the notice.· 

Comment 21: Respondents argqe that 
the Department e!'fed in calculating a 

. separate "significant effect". for each 
supplier of subsidized steel inputs. 

. because ACESITA's flat-rolled capacity 
far exceeds the total demand of the 
tillage tool producer&. Accordingly, the 

· higher domestic subsidy rate for · 
USIMINAS is irrelevant in determining 
either significant effect or competitive 
ben-efit. 

DOC Position: The fact that 
. ACESITA's capacity exceeds the total 

demand for tillage tool inputs is 
·irrelevant because tillage tool producers 
purchase steet i,nputs -from both · · · 
ACESIT A and USIMINAS. Therefore. 
any domestic aubaidlea accruing to .·. 
USIMINAS can pptentially have a 
significant effect .on the purchaa~ra· ·. 
c9ata of production. . 
Coinme~ 22: _The governinent of .... 

Brazil argues ~hat the Department erred 
in· assuming.a full pass-through or 
upstream subsidies to tillage tool · 
producers. because these subsidies ' 
benefi.t the entire operations of the· 
company rather than specific' inputs. 

DOC Position: Because we have · 
determjned that no aignific8nt effect · · 
exists, this issue la mooL 
· Comment 23: The govemment of . 

Brazil conte_nda that. in making its 
competitive benefit analysis. the 
Department erroneously diareg~rded the 
competitive. arms-length prices charged 
by the two.steel suppliers, ACESIT A 
and USIMINAS. . 

DOC Position: Becauae we have 
determine1i that no' significant effect · 
exists. this 'issue. is mooL 

Cominent 24: Respondents contend 
that since the prices paid to ACESITA 
and USIMINAS by the tillage tool 
producers are still lower than the 
benchmark steel import price, 
competitive benefit should .be measured 
by constructing average adjusted. 
"'lsubsidized prices for both ACESITA 
and USIMINAS. When this ia done, 
USIMINAS' average adjusted price is 

.tower than ACESITA's. Consequently, 
respondents argue. steel purchasers 
received no comp~titive·benefit from 

- subsidies to ACESITA since they could 
have purchased all their inputs from 
.USIMINAS at a lower price. 

DOC Position: Because we have (flat:rolled steel products), are used by 
determined that no significant effect virtually all manufacturing sector& in 
exists, this issue is moot. · Brazil. m~king the provision of 

. · Comment 25: The government of "benefits" to such a large economic 
Brazil contends that the use of Japanese sector generally available. 

·surrogate prices is inappropriate since DOC Position: Because we have 
Brazilian tillage tool producers do not determined that no significant effect 
purchase sheet from Japan. Furthermore, exists. this issue is moot.. 
the Japanese price used was a price to 
the East Coast of the United States Comment 30: The govem!fle_n! of 

· which bears no relationship to prices to Brazil-maintains~that the Department 
Brazil. applied incorrect standards in 

DOC Position: Because we have· determining that Brazilian export 
deterinined that no significant effect subsidies are inconsistent with the · 
exists. the issue .of which benchmark . Subsidies Code. Jn particular; the 
price to use iii mooL However, the . Department ignored Brazil's 
government of Brazil is incorrect. in Its commitment under the GA IT to phase 
statement that we used, iri our · · out ita export subsidies. Unless the·. 
preliminacy determination; a price to the Department determines that Brazil la in 

·East Coast of ·the United States. We violation of its commitment, it ca~ot · · 
. used an average Japanese export· price .,. - find Brazil's export subsidies to. be· 
to all ~arkets except the United States.. inconsistent with the Subsidies Code. 
. Comment 28: The government of DOC Position: Our determination with 
Brazil contends the Department erred in respect to whether Brazilian export · 
weight-averaging its surrogate domestic subsidies are inconsistent with the 
and import pri~s. This averaging is _ Subsidies Code is addressed in the 
emmeous and bears no relationship to . "Critical Circumstances" section of this 
competitive benefit. The Department · notice. 
•hould ha VE! used. the lowest . . . . i Comment a1: The govel1UJl~nt or 
;&':,;~dized price as _Its ~llchmark ~ . Brazil contends Utat the Department 
· . DOC Position: eecauie we have . erred in finding a massive increase in· 
determined thatno aignifica~t effect imports of tillage tools in a relatively ;.. • 
exists, this issue ii mooL . . . . short. period. Increases in shipments in 

1984 ·and 1985 were lower than· increases·' 
Comment 27: Respondents c0iltend in 1981 and 1982. Moreover, the · · · 

. that the Department erred in weight· · · 
averaging surrogate Brazilian domestic . . Department's comparison ofimport 
steel prices. one incl~ding import duties levels for the seven months preceding 
and the other excluding import dutie•· . . the filing of the petition with import 
Because we are see~ to determine levels during the seven months 
whether tillage tools exported to the · folloWing filing is arbitrary, a sixteen 
U.S. are subsidized. the higher effective percent increase is not massive, and. the 
price or steel imports u8'd to make increase reflects the cyclical nature of 
tillage tools sold in Brazil is irrelevanl demand for this pri:>ducL 
and import duties should be excluded . DOC Position: Respondents have 
from the benchmark formula. provided no reason as to why a 
· DOC Position: Because we have comparison of the percentage increase 

. determined that 09 significant effect In imports in 1984 and 1985 to the · 
exists. this issue is mooL percentage increases.in 1981and1982 is 

Coininent 28: Respondent argue that an appropriate meastire of whether 
the Department incorrectly relied on the . there has been a massive increase in . 
formula.set out in section mA(b) or the . imports over a relatively short period or· 
Act in calculating the amount of time. Indeed. as respondents have 
"competitive benefit," since the value or pointed out.we would expect the rate of 
the upstream subsidy to the downstream increase to be much higher in the earlier 
user is not necessarily equal to the period beeause imports were effectively 
difference between the.price of the zero in 1980. Nor have they provided 
subsidized input and that which would . any evidence regarding cyclical demand 
be paid to another-seller in an arms- for the product or wh.Y a sixteen percent 
length transaction. · increase should not be considered 

DOC Position: Because we have massive. We focus on the months 
determiiied that no significant effect following the filing of the petition to be 
exists, this issue is mooL the ''relatively short period" referred to 

Comment 29: Respondents argue that · by the statute because we regard the 
the Department erred in summarily · purpose of the.critical circumstances. 
rejecting the _concept that upstream provision as acting as a deterrent to 
subsidies must be afforded to specific ·exporters who would try to circumvent 
industries in order to be countervailable. . the Intent of the law by increasing · 
They contend that the inputs at issue · shipments during this period. 
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Comment 32: Respondents argue that If the ITC's final determination should · Brazil. arid gathering additional 
the Department has mistakenly equaied be negative, our critical circums'tances information to be used in this 
the term "serious prejudice" with the finding will be moot; in any event. under· determination. We followed normal. 
'"material injury" standard of the ITC. section 70.5{a)(4)(A) of the Act. the ITC verification procedures.including 
Not only does this un~ermine the must. make its own affirmative , inspection of documents and ledgers. 
statutory authority of the ITC, but a . determination of critical circumstances and tracing the information in the 
casual link must be demonstrated to effect our affirmative finding: If the response-.to source documents. 
between the export subsidy and the· ITC's final determination is that a U.S. accounting ledgers. and ti> financial 
'serious prejudice" to a signatory. industry is threatened with material ·statements. 

DOC Position: Our determination with injury. we conclude serious preiudic.e · 
respect to the issue of "serious does not exist therefore, critical · · Su~ns~o~ of Liquidatio~ . . 
prejudice" is addressed in the "Critical circumstances do not exist. In accordance ·with section 703(d) of 
Circumatances" section of this notice.· · We stress that this finding is limited 'the ~ct. we are directing the U.S. 

to the facts of this case arid the Customs Service t() continue to suspend 
Critical circumstances application of Article 14 section 3 or the liquidation of all unliquidated entries of 

Where, as in this case, petitioners . Subsidies Code. This finding draws no · certain agricultural tillage tools from 
have alleged the existence of critical conclusion. and none should be inferred. Brazil entered. or withdraWll from 
circumstances. section 705(a)(~) of the with relij>ect to the commitment made by warehouse. for consumption. on or after 
Act requires us to include in our final the government of Brazil under Article March 12, 1985. As of the date of .. 
determination "a finding as to 14 section 5 of the Subsidies Code. publication or this notice in the Federal 
whether-{A) the subsidy is h1consistent Under Article l4 Section 5, developillg Register, the liquidation of all entries. or 
with the Agreement. and (B) there have countries are urged to "enter into a· withdrawals.from warehouse. for · 
been massive imports of the class or commitment to reduce or eliminate -consumption of this-merchandise will 
kind of merchandise involved over a· . · export subsidies when the use of such continue to be suspended and the · . 
relatively short period.' . export subsidies is inconsistent with its .. Customs Services should require a cash 

competitive and development need&." deposit or bond of 8.06 percent ad .· 
A. Consistency· With the Subsidies Code Article 14 section .6 precludes any volorem fer each such entry of this . _ 

·we have.deier.mned ~t the · signatory from taking countermeasures· merchandise. This suspension will - . 

government Of. Brazil proYt"des export . : pursuant to the provisions of Parts ll remain in effec•· until furth otice. 
and.VI of the Subsidies Code ag-ainst . · "· er .n 

subsidies on the merchandise under otifica 
investigation. As we noted ·m our · any export subsidies of auch develOping . ITC N • don . · 
preliminary determination (~FR 24270), . country, to the elQelll that the subsidies · In accordance with section 703{f} of 
Article 9 of the Subsidies Code prohibits in question are-covered by a · ·· the Act we will notify the ITC of our 

th r rt ubs"di commitment made under Article 14 detennioation. In addition, we are 
e use o expo s t es on DOn- section 5. . . . · , -

primary products. When given by Parts 11 and VI of the Subsidies C<ide . making available to the ITC all non-
developed countries. such subsidies are concern notification of subsidies and privileged and non-confidential 
inconsistent with the Subsidies Code information relating to this -
and are actionable under its dispute '8"1!te~ationtlal diArti"SJ!uclte settlemen.L d investigation. We will allow the ITC 
settlement provisions. However, Article igm n can y,. take 14 secdtionpa 0

1esf _ access to all privileged and confidential 
"d f not auect actions en un er art 0 i"nformation i"n our files. prov·:ded the · 14 section 3 provi ea an exception or th s b "di Code · • 

developing countries. provided they do doe · 0 u81 es t ail• c:oncderning ITC confirms that it will not disclose 
not use "export subsidies on their . mesdings~ coun erv mg uty such infOrmation, either publicly or 
industrial products ••. in a manner procee • · . "· under an administrative protective 
which ca~ses serious prejudice to the 1!· MClllBive Imports ' · ·· order, without the written consent of the · 
trade or producticin of another . In determining whether there have Deputy Assistant Secretary for Import 
signatory." For a developing country like been massive importa oveill relatively Administration. . 
Brazil. then. the issue is whether we find short period. we considered the · The ITC will detemine whet.lier these··· 
expOrt subsidies causing "serious · following factors: (t} Whether imports imports materially injure, m threaten -
prejudice" to trade or production of have surged recently, (2) whether recent material injury to. a U.S. industry 45 -
agriculttiral tillage tools in the United , . ipiports are significantly above the • days after the date of publication of this 
States. Under section 771(7)(CJ{iii) of the average calculated over several years notice. ' 
Act. the ITC evaluates air relevant (1980-1984), and (3] whether the patterns If the ITC determines that material 
economic .factors bearing on the state of of imports over that four-year period injury. or the threat of material iniury. 
the industry, including actual and may be explained by sea.sonal s~ings. does not exist. this proceeding will be 
pptential decline in output. sales, market Based upon our analysis of the terminated and all estimated duties 
share, profits, productivity. return on infonnation. we delermine that imports deposited or securities posted as a result 
investment, and capacity utilization. of the products' covered by tliis of the suspension of liquidation will be · 
Thus. in making its preliminary and final . investigation appear massive over a refunded or cancelled. If. however, the· 
injury determinations. the· ITC considers .. relatively short period. ITC deterinines that material injury and 
trade and production in the United critical circumstances do exist, we will 
States. We conclude that, in principal, "erification issue a countervailing duty order. · 

. serious prejudice can exist where In accordance with section 776(a) of directing Customs officers to assess ·a 
material injury to a U.S. industry occurs the Act, we verified-Qte informatioy countervailing duty on certain . 
by reason of imports benefiting from used in making our final determination. agricwtural tillage tools from Brazil 
export subsidies. Therefore, should· the Commerce officials spent the period entered. or withdrawn ·from warehouse. 
ITC make a final determination of from June 20 'to July 11, 1~85. verifying for consumption cin or after the date of ; 
material irijurY. we determine serious· the infotniation submitted by· the suspension of liquidation indicated 
prejudice exists. ' · respondents and the goveriunent of in the "Suspension of Liquidation" · · 
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sP.ction of this notice. equal to the net 
subsipy of 8.06 percent ad volorem. If· 
the ITC determines that a threat of 
material injury exists. or that material 
injury exists but .critical circumstances 
do not exist. we will issue a 
countervailing duty order. directing 
Customs officers to assess a 
countervailing duty on certain 
agricultural tillage tools from Brazil . 

· entered. or withdrawn from warehouse. 
for consumption on or after the date or 
publication of our preliminary 
determination (June to. 1985), equal to 
.th.!! net subsidy of 8.06 percent ad 
valorem. 
WIWam T. An:bey, ;-

. . 'lctins Auistant Secreta,.Y for-Trade 
.4.dminis_tration. 

Aupat 19. 1985. . 

IFR Doc. ~20293 Filed &-23-85: 8:45 am) · 
llUJllGCOK• ..... 

345 
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-,.-... , :F.~1-:a.atater~r/·; V~t 10. ·No.· U3: I -~ hurlday~ 1~1y=_'i1.~ -.1¥as .. r'N9ti~• 

IU'PL.IULNT"" v .., WOUA TIOI&: 

8•t1sr0WMI 
1 hi1 i11\'nlis.stion 1 .. be:ina ir11l1l11h:d 

'ea i iesuli of an affirmilllU prehmin;or, 
detenninatlon by the Department of 
COn1mm:e that certain benefit• •hiLh 

. c:Ci:ialiM~ lu.,aidiea wilhin the n1canirti 

. or lf!ctiCni 101 of the •ct (11u.s.c.1171) 
' iN- beina provided ·10 manufacturcl'5. 

pl'Oducel'$. or uportere in Brazil of 
. aancuhurO!l tilloae tools. n.e 

' · ;~ · · ... · . .,_~·1:1tiplion t¥H requcated An• pelilion 
· 1~.Na.10t-TA-W (final)) _;fil~d 011,September Z8, 188'. by Jnaeraoll 

.:: '.•.;., ;--~,. r., .. :; , " · .. , ; " . Pr0duct1 Corp. of Chicaso. IL Empire r 
~ ... ,..._ TOOll From~ Plow Co'. of Cleveland. OH. and Nichol. 

• ..... " . .;,. · · •· ... · · · · ! · .'l;'illase Toula of Sterlina. <X>. In 
,, -~.U~i1,d Sl1te1 lntem.tional · .. r,aporiae to that petition, the 
· 1'19de Commia1ion. · ; · ComrniHion conducted• prelimin~•)' 
· ACTIOIC lnalit.ution of a final ... :· countl'rv'aihr4 duty 1Dvr1tiaalion and. 

countervailina dul)Jnve1ti1ation a~ on th,_ l;>aais of information deulu~d 
ICh~ulina or a hu~q to tie ~el~-in dufina the eourae of that IDveatiaation. 
connection •ith the iilve.tigatioii,. . . determi,,ed that there "'•• • reaaoMbl&' 
IWM•"Y: 1\e COalmiatlon her.bl aivei tndicati9p .that an lnJu•tfJ In Uae United 
aotice of the lutitutioDof.rwJ·, _,. ,. ,. Slates waa ~alencd with aualeri,l 
-~~te.rv•Pinl •r,.m,eatisatiOD No. . , -~jury bf r.:aaon of lmp0rt1 of the 
m-TA-m (Final) under 1eelion 705(b) ;,&abjeet 1nerc;handiae (FR ti 378S6. 
of the Tariff Act or 1830 (11 U.S.C . ~ov,~mber lZ._ 191M) .. 

. 1171d(b)) to determine wbetber an ·'PUtidpaUlliD iD Iba IDvntipliAD 
lndiaaar, iD tbe United &&ate• ii . -. . . · 
.. teriallr iD)l&Nd. or ii lbreateoed -.ilia Ptraona wiahina to Jklrlicipate iD thia 
"9Jur,, or the •labliahment of u . . lnv!=3tial!lion u partica mu.ct file ac 
IDdua1rJ in the '9nlted Saa1e1 la .. enar, of apPfarance wt~ the.Secret.or> 
.. leriallJ •larded, by naaon of . ~.the Conuni11ion. H provid.id in 
bn~ ....,m •ull ol aptcultural tillqe :l-"11· n· o1 ~e Conuni1ion'a Rule1 of 
toola, provided b in llem 186.DD of the P.:,~tice _ind; Procedu.re (11 CFI an .11). 
.Tariff &c:hecluln or tbe UDitad sa....., DOI .. ter;than twft'.lty-one (Z'I) •>·• after 
wlUda bave been found br the ·.· . .,the P!lbli~tion or thi• notice in the 
Depu'llMDt of Colllmerca. bJ • ~al a.pw:An)' entry of 
preliminuy determinaticm, to be •ppearance filed altar thia cbte will be 
1ubai~b1 Uae Govenunent ol Bruil. referred to ~ ~irwolniin. -ho 11Will 
Commerce will make Ila fwal eubaid1 determine whether to aCO:!pt die wit 
determination ID lhia iDvuti811lioD OD or entrr for 1ood cauae ahown b1 Uae 
before Aquil 11. 1-.S. and tht · ., · person. cbirina to file the enlr)·. 
Commi11ion will. mah lta final Injury ·~ IJ.1 · ·· · 
cleterml.nalion br October 7. llDS ''" · - · · · · · .Pu~uint i" I 201.nfdl of 1t-e 
Mctioni 7Mll•) and 7DS(b) of the~ Ill · Co_ mm_ issi.011'.1 rulc1 (18 ,.,..... "''l.111JJ,' 
U.S.C. ll72cl(a) and 1171d(b))). ""'"".., 

For furdler iDlunnalion c:onccnWia the th~;&Kretary "·m prepare a •~"ict: lu.1 
~nduct of lhia tnvuli;dlion. heariJia conti!_inin1 the nomea anJ •ddr1:nl'• ur 
procedure1, and rulea of pner•l all penona; or their repreaent1tin1 
application, COUWl the Commiasion'a ,W~O ·~ partiea to lbi1 iDVe•tia&llOD 
Rule1 of Practice and ProuJure, Part upon the e>.:piralion of the period '"' 
Z07, aubparta A and C (18 <.:FR Part fD'7). LJ1n1 enlri~ of appearanc.e. In 
•nd Put 21Dl. Subparta A throuah E (19 ac.;urdance with I 201.18(c) uf thr n.I..: .. 
Cnt Part 2DI. u amended br ten 08 01l 201.16(c). aa amended l.1 4J •'k 
azsee. Aua. 11. 11M). .IZS88. Aua:.15, 11M). each dncument 
lfflCTIVI DAT&; June 10. 1~. rated by a pi&l'ly to the inveauaal.ion m ... , 

~ terved. on all olher p.rtiea to &t.t . · 
b}vealiaation (H·ldent!fied by tl1t 
aeniicl Ii.al), and a a:rura&e or aeruu 
JD~I •~PH)' 'the docwu.ioL Tbt 
Secretary "'ill not accept a doc1J1ur.1 ri.r 

NA~ ..OWTIOll co.tTACT: 
&tepbeD Vutqh (zoz,...f?UIZ!l3). Office 
of lnveali&atiaDa. U.S. International 
Trade Commiuioa. ftn E Street NW .. 
Waahiftlton. DC 206:w. Hearint-

. impaired iftdjviduala are adviaed that 
IDlormalio11 on thi1 mailer can be 
obtaiMd by CODtactina the 
CommiHion'a n>D teminal on 1202) 
~ 

.· ;lilina without • urtif1ca1e of aervace . 
Staff Repart · · 

A public weriion or lhw pra:hc.sri:•t: 
'· ·at'llfi rPp~rt in th11 inn~~hg.tlion ~ill i.. 
· ;1 .. ~~J iii the.: p11Ll11; record on A~'"' 2" 
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1Qfl:; pu,..uant to I ar, .21 or the · ·, p.m.J in the orru:e or lhl &ec:reaa,, to IM 
Comml11ion'1 rule1 (1t O"R I07 .11). Comml11lo11. · 

Anr bulne11 Information for whlc:h 
HHrina eonlldentill trt1tmenl 11 de1lred •ult 

The Comml11lon will hold 1 heertna In l»e eubmltted 1ep1ratelr. 'nae envelope 
connection ~th thlt lnve1t11ot1on. and all pqn of 1uch eubml11lon1 lftUll 
beJrinnins •110:00 a.m. on Seftember 10. be cle1rl1 labeled "Conhdenll1J ·. 
1985. at the U.S. lnlernatlona Tnde Bu1lnen lnform1Uon.• Conftdent11I 

. Commi11ion Bulldins. 7Q1 E Street.NW.. 1ubmlulon1 ind Nqunta for 
WHhi"llton. DC. Reque111 to •Ppe•r 11 eonfidential lre1tment 1nu11 conform 
the heariftl 1hould be rued tn wrtt!na . wtth tht requirement of I an.e of the 
with the ~cretary to the Comml11,on . Commluion·uuln(ttCFR IOS~a1· 

. not later tJ:ian the clo1e of bUtlnel.1 W15 emended by fl F1l SZ589. Aua:11.1•). 
p.m.) on .Autu•l 28. 1985. All pe"on1 AulMlllJ: 11d•'lnnittjition·ii belni 
desiring lo 1ppeer al the hHrlftl._end conducted under euthorllJ of Che Tartn Act of 
make oral pre1enlallori1.1hould file . 1ao: Ullt VU. 'Tbl1 nollee it publltW 
prehearina briefi and 1t,end a · . ;unuant to t ID1 .ID.of lht. Coln111lulcm'1 
preheerlna confere~ee lo 'be. held .at t:30 ; Nlei'(t't tn ID1 .ID. ii amended bJ .• FR 
a.m. on Auguat 30. 1985 .In room 111 of U-. A1111a. i .. ). · · · · · ·· ·· · 
the U.S. International Trade . '1 order of die Cmnlillailon. 
Comn,i11lo11 Build1na: 11i.e deadlin~ For . laauid: Mr 1;1..S. ·. · 1 

· 

.. .fili"I prehearins brief1 l1 Sept~ber S. ~ L "-aon~ ·: ' 
· 
1

~1tlmony ~;I the publlche~rtn, 11 e::~1MM Flle0·1CMS:,aa am) 
IO\'trned by I 207.23 of .~-e . .· · , .. I" . 
Cc>rnmi11lon'1 rulea (19 CFR Z07;z3). n.11 IU.M C0111 ~ 
rule recauire1.that telttinprif be .,lnlltecl to - .·. . . : " .,_. ' 
a nonconfidentlal 1W1Uniry and anal71i1 ·· · 
or material contained In 'prehearina 
brief• and.to lnformatton not available 
11 the Ume the preheartna brie( waa 
.. !t~binihed: Aiay Written "'aterlalt 
lubmiued 11 the bea.rln& m'ua\ beJiled ln 
·1~rd~n·ce with.the p~~· ·.: 
detcribed1'elow and an; conDdenUal . 
maleriei1 Srtutl be IUbmltted ll leatl 

:·three (3) worklna daJI prtor.'to ·~ ,. 
tle&rina (•ee I Z01.l(b)(Z) or the . 
Commi1ilon'1 ruin (1t Q1f2DU(b)(Z). 
aa amended by, 49·f1l iZSee. AUS. U. 
11184)). . - ;· --- . . 

.w.rtnmlh~ ... 
·. All lesal •11Umenl1; ecoriomlc · · 
analyaes. and factual~lerlal1 relevant 
to the public heartna 1~ou14 be.Included·. 
ln p~hearina brief• lq accor!Jance with 
I 207°.22 or the Comml11lon'1 nalea (19 , .. · 
en 207.ZZJ. ·PD.theanna brief• ~u•t 
conform with the prov111on100:201.zt 
(19 CFR ~ .,M) and muit be e,ib~tlled 
not latet than the cJoae·orbuiinH.1 on 

··September 17, 1885. In ;liddttton._ en1 
pel"IOn wbo bH. '!DI entered an · 
appearance a• a p~s:tJ to the . 
lnvnlil•tlon may IUbmll a. twrl~n 

· ·11a1ement of Information piertinent to th• 
· subject or the ln~UP.tton on or before 

&eptember 17. 1985. · ' ·· .. 
· A alined ortstnal and.fourteen'(H) 
copin of .each 1ubmlulon mu11 ~ Ried .. 
with the Seaetary to the Commlitlon ln 
eccordance·wlth I ZD1.I of.the · 
Commi11ion·1 rule• (19 CFR.an.a. a1 
1mended·by f9 FR 32589. Aq.15.11184). 
All written 1ubml11!on1 exeepl for 
confidential bu1inea1 data will be 
1valiable for public lnlpecUon .during 
regular bu1lne11 houra (8:45 a.II\;' to 5:15 
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APPENDIX B 

LIST OF WITNESSES APPEARING AT THE COMMISSION'S HEARING 
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TENTATIVE CALENDAR OF PUBLIC HEARING 

Those listed below appeared as witnesses at the United States 
International Trade Conmission's hearing: 

Subject 

Inv. No. 

Agricultural Tillage Tools from 
Brazil 

Inv. 701-TA-223 (Final) 

Date and time: September 10, 1985 - 10:00 a.m. 

Sessions were held in the Hearing Room of the United States 
International Trade Conmission, 701 E Street, N.W., in Washington. 

IN SUPPORT OF THE IMPORTATION OF 
COUNTERVAILING DUTIES: 

Beveridge & Diamond, P.C.--Counsel 
Washington, D.C. 

on behalf of 

Ingersoll Products Corp. 
Empire Plow Company, Inc. 
Nichols Tillage Tools, Inc. 
Osmundson Manufacturing Co. 

R. Joseph Nichols, Executive Vice President· 
and Treasurer, Nichols TilJage Tools, Inc. 

Dwight Snow, Vice President of Marketing and 
Business Development, Ingersoll Products 
Corp. · 

James W. Baird, Vite President for Marketing, 
Empire Plow Company 

Paul 0. Buchanan, Presid~nt, Osmundson 
Manufacturing Company ' 

Alexander W. Sierck ) . 
Elisabeth A. Robinsonr-OF COUNSEL 

- more -
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IN OPPOSITION TO THE IMPOSITION OF 
COUNTERVAILING DUTIES: 

O'Melveny & Myers--Counsel 
Washington, D.C . 
. on behalf of 

Marchesan Implementos E. Maquinas Agricolas 
11 Tatu 11 S.A. 

Baldan Implementos Agricolas S.A. 
Companhia Semeato De Acos 

. Metisa Metalurgica Timboense S.A. 

Dave Salocker, President, Wiese Corporation, 
Perry, . Iowa 

Dan Mills, President, Southern Supply Corporation, 
Da 11 as, Texas · 

Robert Moore, Farmo Incorporated, Sewickley, .Pa. 

Gary N. Horlick} __ OF COUNSEL 
John D. Holum J 
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